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A meeting of the State Lands Commission was held in the office 

of the Department of Finance, State Building, Los Angeles, at 10 o'clock 
A. M., December 14, 1940. 

Present were; 
George Killion, Chairman, 
Harry E1 Riley, Member, 
Ellis E. Patterson, Member. 

Absent was; 
None. 

The Executive Officer stated that minutes or the Commission of 
November 23, 1940, had been submitted to the Commission for consideration. 

Upon motion of Mr. Patterson, seconded by Mr. Riley, and une 
animously carried, resolution was adopted approving and confirming the 
minutes_ of the meeting of November 23, 1940. 

Paul E.. Schwab, Esq o  Attorney for the Estate of Frederick T. s, 
Speik, deceased, operator a well described, in Agreement for Easement 
No. 300, Huntington Beach, appeared in support of application filed by 
him for consent of the Commiesion to redrill this well. 

-J. J. Rifkinde  Esq., one of the attorneys for the trustee, 
operator of the well in Agreement for Easetent No. 309,. Huntington 
Beach, appeared in opposition to the granting of the consent. _ Also 
appearing upon behalf of the applioaet were eleven-  other people repree 
sentleg - creditors Of the ':estate- and having other repretentations. 
C. L. Larzelere, Esq., spoke, upon, behalf of John 114 Marion, who has 
been engaged by the Speik interests to redrill the well if and when 
consent is obtained. 

After .hearing arguments made upon behalf of and against the 
issuanceof the consent, the Commission advised the applicants that 
the application would be taken under consideration. At the afternoon 
session, the Commission heard from its staff. After a consideration 
of the discussion, upon motion of Mr. Patterson, seconded by Fir. Riley, 
and unanimously carried, resolution was adopted, authorizing and 
directing the Executive Officer to advise the applicant and attorney 
of applicant of the unwillingness of the State Lands Commission to give 
consent to redrill Speik No. 4 well since it does not appear to the 
Commission that such redrilling program would be in the interests of 
the State, and further, to advise them of a restatement of a policy of 
the Commission not to permit redrilling operations if such proposed 
redrilled well would come within 200 feet of another well, ie place, 
and, in this eonnection„ to further advise that the redrilling as 
proposed could result in the redrilled well coming within less than 
200 feet of some 5 other wells. 

David, R. Faries, Esq., a director of an attorney for the 
Mar Rico Oil Company, operator of the well described in Agreement for 
Easement No. 291, Huntington Beach, appeared before the Commission to 
object to a charge of 4,384.52 made against the grantee in this 
easement for failure to pay royalty upon oil produced from the well. 
The grantee had withheld this sum upon the theory that it represented 
the Cost of oil used as a circulating fluid in the redrilling of_ the 

- well. After - hearing Mr. Faries the Ceneeission took the matter under 
advisetent. At the recessed eieting the sameday, the ComaiSSion heard 



• 
from its staff. The Commission was advised that neither the ease. 
ment nor the rules of the Commission at that time authorized any 
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credit for use of oil as a circulating fluid. 

Upon motion of Mr. Patterson., seconded by Mr. Riley, and un. 
animously carried, resolution was adopted authorizing and directing the 
Executive Officer to advise Mr. Paries and the grantee of this easement 
of its unwillingness to waive or in any manner excuse the payment of 
this sum. 

Arch kdale, Esq., attorney for a. F. Wilson, and partner, 
adked the CoMtission to reconsider its earlier proposal to authorize 
the issuance of an easement over tideaands and submerged lands near Ramero 
Canyon on Santa Monica Bay, for the construction of a recreational pier 
or wharf for period of twelve years at an annual consideration of the 
sum of t'180_. 0b. r. Ekdale specifically asked that 	Wiison-should be 
assured of a longer term and at a lower consideration for the earlier 
part of the term. -The.,dtimmission gave further consideration to the _ 
reqtest after having heard from the staff., 

lap 	ettion of 	Patterson, seconded by itritii.-Rtiey, and uri*,  
animously carried, authorizing and -gretting theEkeiOUtiite--vfficer to 
advise the applicant- of its._ unwillingness ,to. vary the terms of the 
proposal heretofore issue4. 

Mr.- J.. A. Lenergan,-  Manhattat 1Jeach grope  r -010)*T# 
again. appeared before-  the COMMISSiOil to request that the 
Commission authorize the re-Tunning of the ordinary high-. --water 
mark at -Manhatan Beach. lie suggetted that - survey.after the 
winter storms would show the line inshore *of its-location as of 
_V* surrey of October 4.91.1.0i, The aopmistiOn heard from hot 

Lonergan and r. Atherton, its en,Oxeer., At -. the': resnik)ti z  
of buainess following noon recess-, upon motion of-  lir. Riley, 
seconded by Mr. Patt,erson - and animou..-sly-  carri-ed-, resolution 
was adopted authorizing aik 	

un 
 di-recting the re4srunning of the line 

of ordinary- ,high eater mark, the cost of the 	not to exceed 
$200.00.. 

M. M. Niers  Esq., attorney for - the Mt. Whitney Tale Company, 
lessee of state Mineral Lease No. 207, appeared upon request of the 
CommiSsion to discuss _dispQsition of -a tunnel--drilled- into property 
destribed in the State lease ad into- adjacent privately owned property. 
Mr. Mier agreed that it would be more economical to the lessee to pay the 
State a royalty of 5%, _ the ame royalty provided in the leatel. upon all 
mineral taken out of the tunnel whether produced upon adjacent 
privately owned lands or State lands. 

Upon motion of Mr. Riley.„ seconded by Mr. Patterson and unani 
mously carried, resolution was adopted authorizing and directing the 
Executive Officer to prepare an amendment to State Mineral Lease No-. 2O7, 
whereby the lessee woad pay to the State of California a royalty of 5 
upon all mineral taken of of the tunnel,. whether produced upon privat6ly 

owned adjacent lands or State lands_, and furthermore not to waive any-  rights 
which the State may have with respect to mineral already removed and upon 
which no royalty may have been paid. 

The Executive Officer reported that on November 24, 1940, a 
truokdriver broke two, seals of a shipping tank on upland premises of 
Agreement for 	No. 331„ Huntington. Beach.,- and that a charge was 
made against the grantee of the easement as follOws: 
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For the sense of breaking the fir..seal, the full 
capacity of the tank to- the lowest suction.  gauge, with the 
highest gravity, and the lowest- cut (for the past two months) 
be charged; 

For breaking the second seal the same tank from two feet 
eight inches to the lowest suction gauge a similar gravity 
and cut be charged 

It was pointed-. out to the Commission by the staff that the truck 
driver who- broke these seals was unacquainted with the pradtiee in the 
field -and that. the operator of the easement had agreed to the .  charges here-
inbefore'mentioned, and upon motion of Mr. Riley, seconded by Mr. Patterson, 
and unanimously carried, resolution was adopted confirining and ratifying 
the action  teken by the field office in. this- matter, _ 

The Executive Officer read a report by F. J. Hortig., Petroleem 
Production Inspector of the Commission., that lack of -.offset wells in the 
Summerland Oil'. Field due, to the cancellation of Leases Nos,-  16 and 17, 
mlght cost the _State ,as much. as 0.10 per.month. The Executive Officer 
aeetteeteei the- 00-#114t8A- rvh. that  	weed. continuee_from_ time. to 'tinne and 
should any-  Change occur, the Corm/illation would be so advised. 

The Commission was -advised that it appeared from- opinion of the 
kttorney General dated February: 2.1„ 1935, numbered-  98-4,, that the Gomml.ssiqn 
has no- legal: authority- tO assess a fee' against a municipality or poltical_ 
subdiVision for construction or seacoast structures under Section 690.10 
a the Political Code but that the Commission may charge only its actual 
co-st, 

- - _ upon 'motion of Mr. Riley, - seconded by Mr. P-atterSon, and u.,4ani-
monSly.  carried, resolution was adopted directing, -charges or actual ccst 
made ,against the Oxnard Harbor District on account Of construction of two 
jetties on tidelands and submerged lands and likewise against the ai-4 
Seal _Beachl, ,a municipality, on account of censtruttion of a-  3etty and tdo 
authorize a refund to said district and nnmicinality for and charges _in 

excess of actual costs 

The Commission Was advised that the Natural Soda Products Company, 
one of the Staters lessees. at Owens Lakel  has recovered a judgment in the 
Superior Court of Inyo County,-  against the City of Los Angeles and the 
Department:of Water amd Power in excess of 4150-,,000-  on adeptirit of fleoding 
of Owens Lake by the City and Department and thus diluting the brine -to 
such an extent that production of minerals could nct - take place during 
such flooding. In this connection the Executive 0.'ficer mentioned the 
suit of the State of California for damages againsn the same parties and 
that it was planned to ask the legislature to- increase the royalty rates 
at Owens Lake and further to incorporate the necessary leasing provisions 
in the "State Lands kct of 19361f to provide for competitive bidding. 

The Executive Officer read report contained in the calendar with 
reference to issuance and supervision of State mineral pros-pecting, permits 
and leases.. At the conclusion Of the discussion the Executive-  Officer 
was directed to request Mr. Walter W. Brad3.ey, State Mineralogist, to 
appear before the Commission at the next meeting at Sacramento for the 
purpose of discussing ways and means of increasing production of minerals 
from lands under the jurisdiction of the State hands Commission. 

The executive Officer reported, that after the> leases had been 
issued to W. 	Leeper, et al., for the extraction of tung,sten in areas 
owned by the ti tete in the New 'fork Kourztains,, San Bernardino County, 
Js 	Door straZed that he had a contract for the sale 9f the said 
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property with Mr. Leeper. The Executive Office reported that he had 
advised Fir. Door that the Commission could do nothing for him inasmuch 
as he had no authority to enter into a contract to sell State property. 

A report prepared by F. J. Hortig, Petroleum Production Inspector 
of the -Commission, with reference to State Mineral Lease No. 268, of which 
Franklin Booth is the lessee, was presented to the Commission. From 
this report it appears that on September i6 1940, when Mr. Hortig visited 
the premises there were no tools or machinery on the lease and it appeared 
that operations had not been conducted on the property for some time. The 
records or the Division disclose that only 379 tons or talc have been removed 
from the premises since August 3, 1934, the_ date of the issuance of the 
lease, and that there had been no shipments and no work since May 1939. 
The Commission was advised that this condition constitutes a definite de- 
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n** to conduct with reasonable diligence the working of the 
demised premises** and to complete at least 1,000 shifts 
each and every year**" 

and See-tion 

n** to exercise -reasonable diligence in the exploiting and 
working of the demised premises unless consent to suspend 
operations temporarily is granted by the Staten-. 

It was recommended that the Commission direct that notice of 
cancellation be given to this lessee for the foregoing reasons. Upon 
motion of Mr. Riley, -seconded by Mr, Patterson, .and unanimously carried, 
resolution was adopted authorizing and directing the Executive Officer. 
to give notice to this lessee of the intention to cancel _said lease unless 
bonafide steps are taken by the lessee within the period set forth in the 
lease to correct the defaults hereinbefore mentioned. 

• Letters from the State Controller dated November 27, 1940, and 
December 12, 1940, were read, in which he advised that the sum total of 
$115,000.00 'should be transferred from the State Lands kat Fund to the 
General Fund and State Park Maintenance and Acquisition Fund in percents 
of 70 and 30, respectively. 

Upon -motion of Mr. Riley, seconded by .Mr. Pattersen, and, un9• 
animously carried,, a resolution was adopted directing the transfer from the 
State Lands Act Fund in accordance with the e:aggestion of the State Cone 
troller. 

The Commission was advised that steps had been taken for survey 
to establish line of ordinary high water mark at Goleta in connection 
with earlier authorization of the Commission to invite bids for extraction 
of the State's gas from this field. The Commission was advised that no 
gas is being produced in Goleta Gas Field. 

The Commission was presented with estimates covering costs of 
moving from Los Angeles to Sacramento under three alternative plans. 
These costs include investments already made in the State Building. at 
Los Angeles by the Commission as well as additional recurring charges. 

The Executive Officer reported to the Commission that it had 
received application from Southern California Edison Company Ltd. for 
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rights-of-way over seven sections of school lands. in San Bernardino 
County for its Boulder-Chino transmission lines. 

Upon motion of Mr. Riley, seconded by Nr. Patterson, and 
unanimously carried, resolution was adopted authorizing and directirg 
the executive Officer to obtain an appraisement of the properties and 
report to the Commission at the next meeting. 

Nr. Ra H. Pence, representatiVe of the Oil Administrator,, vol-
untarily curtailment committee,-  asked the Commission to make available sur-
vey s of certain wells at Huntington Beach or locations of producing areas of. 
certain wells for the purpose of promoting curtailment- at Huntington Beach. 

Thy nawni 	 ..►w- 'w1wr-ryyuu.swsusv as _ V_Tit its tech--4 ;.?,.al staff decided 
that it would not be in the interests 'of the State to make such informa-
tion available to the Oil:Administrator or any other person and directed` 
that ivir. Pence be 'so advised. In this connection the $xecutive -Officer 
was directed-to write the director  of Natural Resources via the Director 
of ,Finance and request him to take such. steps. as he Might deem -  necessary- 
to`Make __1.'nformatArei- eeeef:4-rleetiel_ nature -ant=-1 	 ti.igiellivis-1,on -Of 
Oil arid Gas -available to the inSpeCtion of representatives of the- State 
Lands Comtaission. 

The Uecirtive Officer reported that another conferoation:had 
;been' had ,with Mr., -Edwin 	Pauley,:ePresident -  of the, 'Petrol Corporation, 
respecting the, redrilling--  -"-Ames-)'`No. 3-  well described in Agreement -
for Easement No. 323.1 - 11untington,reach, which easement-was reinstated 'by 
the commission at --ail earlier-meeting. 

the 
,Cammission - was advised that- 

Mr. ,Pauley had stated he -considered the consent had been given by the 
Cc fission on account of:the reiristatement!_.and that, he, -pIanned 	endeavfcit 
to-prodUce oil from the well -without re it 	the-  Same. - The xecutive 
'Officer advised- the- ComraiSsion that prior to the cancellation, of this ease= 
meat the grantee could at any time have cleaned Out the well in an attempt 
to restore production but at that time and- for sometime;-  -prior thereto the 
grantee =desired to,  redrill the: Well and this was the permission which _the 
commissi-on refused_ to give. 'As the COrtisSien as _e-arlier adVised by -the 

,t4xecutive Officer, the cancellation 'appeared to be in- error"-since the 
Commission subsequently permitted the redrilling of a well in that par-
ticular area and that it did not -seem -fair to this grantee Sao refuse it - 
the right-  to, 	 _ 	- 

In view of this explanation_ the Commission directed the Executive 
Officer to advise the grantee that the action -heretofore taken in rein- -
stating the easement was rescinded and asked that Mr. Pauley or his 
representative appear before the Commission at the next meeting or at his 
convenience to' discuss or explain any error which tiay have been con-
tained in the Gommissionts order of -oancelletion. 

Dr. E. K. Soper mentioned to the Commission of the possibility 
of an extension of the oil field westerly of the most westerly tideland 
lease at Elwood as well as prospects of oil off Seal Beach and or gas at 
Suisun Bay. At the request of Mr. Killion, he further discussed the 
method of determining the Statels share of production in the Rio Vista 
Gas Field. 

The Commission was advised that it heA not been possible to 
make an arrangement with the Depart r;kInt of Finance for the furnishing 



of accounting services for at least a portion of each month. The 
Cormaission directed that someone with bookkeeping experience be employed 
to handle the work of the Commission. 

..4. Mardh, President, Southwest Exploration Company, grantee 
of Agreement for Easement No, 39Z 2  Huntington Beach, appeared before the 
Commission to protest against royalty charges made upon the sale of gas 
As follows,: 

September 1.4„ 1940.. the State charged its royalty _on 
two sales of-  gas at' liuntington. Beach at price of 7f 'cents 
per m.8-.f.„ representing the minimum. 

The State had refused to allow a credit ta _the Grantee upon 
as Used for the drilling of first two wells by Southwest KxploratiOn 
rAn_p_aty 	193E And 1939 which k4:8 	grantee had borrowed and sought 

-.to return without -Paytent, of royalty. 	 - 	- 

It was pointed ,out upon behalf of the COrmission that -a rule 
now in effect pro ides that the State?s royalty shall be calculated upon 

Cents,  per 	on all gat- f.or use in 	field except 
when 'cOnSent is given to 'Seal,: at. a lower price. 

-Considerable diSdussion_ was had in which Mr. March. and members 
Of the staff participated. --On motion ,of Mr. Patterson,_ seconded by 
Mr. _,Rusti,,-.and unanimously ca °a 	a ,  resolution was adopted. 9onserit#g 
to sales_ or gas within field, baled oh September 11+ f  1940. for months 

June and 	190, -at i'lve dents 	 .the actual price re- 
caved by OA grantee and the reasonable amrket Value for such gas _sold 
and the Exoeutive -  Officer was instructed to give consent upon behalf 
Of the Commission to- future sales at a rate not below five cents per 
mac.-.f. if -suth -sales should represent-  the reas_onable 'market- vale.‘ 

Thereupon Mr. March withdrew upon behalf of the grantee claim 
for refund or credit of gas used in the drilling of the first two wells 
of the Southwest Exploration 'Company' at Huntington Beach» 

There being no further business to cote before the ComMission, 
the meeting was adjourned. 
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